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Chapter I: Introductory 



1. We were appointed under section 14 of the Local Government Act 1948 
to investigate the working of the rate-deficiency grants in England and Wales. 
That section requires the Minister in consultation with the associations of 
local authorities to cause an investigation to be made; our report is designed to 
focus the issues for further consideration by them. Under the statute, the matter 
is to be completed by the Minister laying before Parliament a report of the 
result of the investigation. 

2. This is the third of a series of investigations which will be repeated at 
intervals of five years. The first report was made in 1953: the report of the 
Committee was published by Her Majesty’s Stationery Office and was followed 
by the Minister’s report to Parliament, Cmd. 9270. The second was combined 
with preparations for the introduction of general grants and is included in the 
Government’s White Paper on Local Government Finance of July 1957, Cmnd. 
209. The subsequent legislation in the Local Government Act 1958 implemented 
most of the recommendations for changes made in 1953. 

General 

3. Rate-deficiency grants were introduced by the Act of 1958 and are a 
development of the earlier equalisation grants, which dated from 1948. The main 
differences from the earlier grants are that they are payable to county district 
councils and metropolitan borough councils as well as to county and county 
borough councils, and that they are on the basis of products of penny rate per 
head of population instead of rateable value per head. 

4. The essence of the arrangement is that the product of a penny rate per 
head for the area of the authority, as compared with the average product of a 
penny rate per head for the whole country, is used as the measure of the 
adequacy of the financial resources of the authority; assistance by way of grant 
is given to those local authorities which have products of penny rate per head 
below the average, by reference to their expenditure and the extent to which 
their product of a penny rate falls below the average. In sparse counties the 
figure of population is “weighted” (increased) to take account of the sparsity. 
In effect, the Exchequer stands in as ratepayer to aU authorities with below- 
average resources to the extent necessary to bring their resources up to the 
average. The working of the system is illustrated in the Appendix by reference 
to the general data for 1960-61 and imaginary authorities. 

5. A small number of authorities — ^London and most of the home counties, 
some of the regional capitals and the larger seaside resorts — share nearly half 
of the national rate resources but have less than one-third of the national 
population. Consequently by far the greater number of local authorities have, 
to varying degrees, rate resources per head of population below the national 
average and are recipients of the grants. About two-thirds of the national 
population live in their areas. 

6. By measuring the shortfall in the peimy rate product the grant measures 
the resources of the local authority and not of the inhabitants. It does so 
because the rates are the only significant means of taxing the inhabitants which 
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is available to the local authority; the rates on the level of assessments fixed for 
the time being are therefore a true measure of the local public resources. It is 
conceivable, that of two areas with comparable rate products, the inhabitants 
of one are wealthier than the other though, where that obtains, rating assess- 
ments (if free from statutory restraints) will in general tend to register the 
difference by higher levels in the wealthier area as the rents rise. Some quah- 
fication to this is admittedly necessary in respect of agriculture which (except as 
regards dwellings) does not contribute to the rates. It is possible to have a 
thriving agricultural area where the rural district council is yet to be regarded 
as poor by the test used for the grant because it cannot tap agriculture for rate 
contributions. For this reason we reject a suggestion that agriculture should 
nevertheless be taken into account in measuring the resources of rural authori- 
ties. Seeing that the grant measures the resources available to the local authority 
to carry out its functions, it would clearly be wrong to take account of economic 
resources which it cannot call in aid. 

7. The grant is calculated afresh on the data of each year, but the relationship 
between the local and national products of a penny rate does not ordinarily vary 
much from one year to another. Substantially greater changes in products per 
head, both absolutely and relatively, take place when new valuation Usts come 
into force and when a new Census base for population estimates becomes 
available. There are perhaps more opportunities for annual variation in the 
level of grant because of changes in the level of local expenditure, on which the 
amount of grant ultimately depends. Bearing in mind the need to give a forecast 
of the grant for a year in time for inclusion in the local budget before the year 
begins, there are, under present arrangements, three main calculations of each 
year’s grants at different times as the relevant data change from estimates to 
actuality certified and audited. There thus needs to be a running series of adjust- 
ments of the grants of past years. 

8. More than £100 milli ons are annually distributed by these grants (Class VI 
(6) of the current Votes) to some 1,200 local authorities. 

Mode of operation of the working party 

9. As on previous occasions in dealing with complex matters of this kind, the 
working party decided not to take oral evidence but to give every opportunity 
for the submission of written memoranda and, if necessary, supplementary 
memoranda. Representations on a dozen main subjects have had to be con- 
sidered. 

10. They are summarised in the rest of this report. The system finds general 
acceptance. This is to be borne in mind against the background that the 
extension of the system in 1959 beyond the county and county borough councils 
who had previous experience of it so as to bring within its possible scope some 
1,400 county district councils and metropohtan borough councils was a very 
marked change. The fact that the extension was achieved with so little in the 
way of teething troubles entitles those concerned to credit. 

11. No representations have been made in relation to the London Equalisa- 
tion Scheme and, particularly in view of the Government’s proposals for the 
reorganisation of London government, we have no changes to suggest. The 
present scheme was made by the Minister in 1959, after consultation with the 
representatives of the local authorities concerned, under section 10 of the Local 
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Government Act 1948 in substitution for a scheme made in 1948 under that 
enactment. It provides for a proportion of the expenditure of the metropolitan 
borough councils and the Common Council of the City of London to be shared 
rateably between those authorities. 



Chapter II: The mechanics of the grant 

Population 

12. Some local authorities have noted significant diflFerences between figures 
of population which are used for the grant and the provisional results of the 1961 
census. In part this is a misconception: the census records the numbers of 
people who happened to be staying in the several areas on the night of 23rd 
April 1961 whereas the grant is concerned with resident mid-year population. 
The Registrar General therefore needs to make adjustments to the census 
figures in order to certify the population figures for grant purposes. 

13. The periodical census figures, appropriately adjusted, are essential guides 
to the Registrar General in making his annual estimates of resident population. 
In intercensal years he has to assemble information from a variety of sources 
about the movements of population in order to make his estimate. One import- 
ant source of information is the local authority, and it is understood that 
(probably by occasional oversight) local authorities are not all equally helpful in 
their annual housing development returns to the Registrar General. It should 
not be overlooked that the treasurer and the housing manager, in particular, may 
have useful data; it is in the local as well as the general interest that it should aU 
be taken into account. 

14. Even the most careful attention to this may not always avoid the need for 
a sharp adjustment of the population estimate when the census results are 
available. But we are unable to support a suggestion that the grants of past 
years should be revised accordingly; there is already delay in reaching settle- 
ments, which should not be further prolonged. 

The process of provisional and final calculations 

15. As already indicated there are, under present arrangements, three main 
calculations of each year’s grants. In order to provide figures of grant for 
inclusion in the local budget before the year begins, a first calculation is made 
in the autumn preceding the grant year. From experience in the early days of 
equalisation grants it has been concluded that it is not worth while calHng at 
this stage for estimates of the expenditure. Instead, the first calculation is based 
on the estimates of expenditure and other data for the year preceding the grant 
year, and 90% of the amount so calculated is paid during the grant year. 
Bearing in mind the rising trend of expenditure, this is apt to be a marked 
underpayment of the amount finally ascertained to be due although the estimates 
are, as indicated below, somewhat high in respect of their year. 

16. A second calculation is made in the autumn of the grant year. Even at 
that date, when the year is half gone, estimates suppHed by the local authorities 
of the expenditure of the year and of the product of a penny rate ordinarily 
result in marked overpayment in general of what is finally found to be due. 
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This overpayment balances the previous underpayment. (It is this data which 
also provides the foundation for the first calculation of the grant for the follow- 
ing year.) 

17. A third calculation is made in the autumn following the close of the grant 
year. This assessment is eflfectively final although the settlement cannot be 
treated as conclusive until the expenditure of the local authority has been 
audited and certified. Very little alteration falls to be made following this third 
calculation. 



18. We support a suggestion to modify this system along lines developed for 
the London Equalisation Scheme. A first calculation would be made as at 
present, in the autumn preceding the grant year on the data of the year then 
current, but the grant so calculated would be paid in full during the grant 
year. Thereafter, no further calculation in respect of that grant year would 
be made until the autumn following the close of the grant year. Comparina 
the two methods on the experience since 1948, there would be little difference 
in the average amounts withheld till final settlement; there would be a saving in 
work; and there is clear advantage in cutting out the uncertainty created by 
overpayment on the second estimate and recovery of the excess at a later stage. 

19. _ A further suggestion is that amounts found to be due to a local authority 
on this new second calculation should be paid in one sum at the beginning of 
the financial year (when its receipt by the local authority would be particularly 
welcome) and not spread over the whole financial year with the usual instal- 
ments of grant. Provided that this can be done within the limitations of the 
Vote on Account, we support this too. 



20 The Government view in the past has been that where a grant cannot be 
conclusively calculated until accounts have been audited and certified a pro 
portion of the estimated grant must be withheld. There has been no right or 
entitlement to the grant on any other basis. (The different basis of the gLeral 
pants IS no prepdent, for those grants are calculated by reference to objective 
factors nationally determined.) In any event it would be difficult to iustifv 
pjang more at the first stage than 100 per cent of the grant as calculated on the 
data then available— i.e., that for the preceding year. The local government 
reprpentativp on the working party do not however accept that there is any 
f part of a grant and we understand that they may 

^h, m later consultations which the associations will have with the Minister 
to challwge the prmciple and to press for a movement toward provisional grant 
possible equal to the grants eventually found to be due for 

CaCU ycflx. 



Chapter HI: The claims of health and pleasure resorts 

that the pleasure resorts 

ment of I ^equitable to them in that the measure- 

resSent ® f estimates of 

resident population, whereas much of the rateable value in their areas is 

summer visitors. If the product of a penny rate were 
vided by the figure of summer population the quotient would be much smaller, 
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so that resorts which are not on the present method eligible for grant because 
toTaS national average wZld be found 

suranytea^LS? --^ed to a sub- 

wldch ^ '“S® “™‘y boroughs 

1 “ “ ™ ^ pleasure resorts are to be found amongst the areas 

resortf xrexnlltt^^^^ “““f® “d pleasure 

sorts Xhe explanation for this is not obvious. It may be that in such a 

S’^commct^SS.^** catering for visitors, size and a variety of attractions 
m a compact area are great assets. It may be that the worldng of the two-tier 
smair government is disadvantageous in the situation in which the 

aller resorts commonly find themselves, namely that they are wealthy places 

TuX of thr"" tLy have to carry Zch of S 

burden of the county admimstration. Whatever the causes, however the 

inXs welcome the prospect of visitors: they make every effort to 

grease then attractions, at the pnce of a standard both of basic series and of 
sSg constantly rising. They also attract those 

^ retirement; these want the amenities but their restricted 

budgets make them especially vocal about rate increases. 

23. In these circumstances one of the health and pleasure resorts made the 
XX fromtX X r the product of a penny rate, the rates 

tXXfXX i K t>e ignored. This can be used 

namX Xt the grants which needs to he home in mind, 

gaXd pXXf if- a detail in the system cannot readily be 

S ^ “nphcations need to be considered. A test calculation was 
Xfit ' th Irnes suggested. It shows that, while some of the resorts would 
benefit others would markedly suffer and the total of the grants distributed 
would drop by nearly £1 J million. Changes along these fines are not promising. 

0“C seaside resort had obviously spent much time and 
ingenuity on proposals which were put to us in detail. But we are unable to 
XXt h! ^ calculation of grant to district councils on the 

present basis should then be used to re-distribute these amounts to all authorities 
includmg those at present ineligible. 

.^r ff Association of Health and Pleasure Resorts m memoranda on behalf 
of the ^oup made and elaborately developed the claim that in basing the grant 
on resident population the resorts were the unique victims of an anomaly 
They do not complam about the day visitors (a feature which they recognise is 
common throughout the country) but of the fact that they provide rateable 
rfX °t° ^ for people who come to stay there but are not counted as 

residents. This claun of then unique provision of rateable value for non- 
residents cannot however be sustained. 

26 Throughout the country, and in many different ways, properties in which 
people work, shop or are entertained are developed to an extent far greater than 
IS required for the needs of the residents of the area. All these different kinds of 
property mcrease the product of a penny rate in the area concerned, while the 
non-residents who use them are not counted in the figure of population which 
IS the divisor. It may be true that resorts are the only areas where to a significant 
degree properties are provided in which non-residents sleep, but this is not a 
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distinction of any intrinsic value for this purpose. If there is an anomaly, it 
applies to all kinds of properties for non-residents; the supreme example is the 
City of London with a resident population of less than 5,000 (mostly care- 
takers) but properties of enormous value and a large working population as the 
nation’s financial centre. This kind of case, for different purposes and to different 
degrees, repeats itself throughout the country. 

27. This is not a new feature and it has long been considered in relation to 
grant systems. The balance of advantage or disadvantage to an area in attracting 
non-residents can be put at different points according to the weight given to 
various imponderables. What is clear is that for non-residents an area does not 
have to provide an education service (by far the most burdensome of local 
government services) and very little of the personal health services. The rate 
product from the properties provided to cater for the non-residents is usually 
regarded as sufficient to cover the other costs. We do not feel able to recommend 
any change in the system of rate-deficiency grants on this score. 



Chapter IV: The special position of the Isle of Wight 

28. The Isle of Wight County Council joined with the other health and 
pleasure resorts in representations which have been considered in another 
chapter. But they also made a case founded on their special circumstances. 

29. Despite drastic cuts and a moderation of provision wherever practicable, 
the rate poundages in the island are amongst the highest in England. Perusal 
of the costs for education, for example, shows higher-than-average figures on 
almost every sub-head including those in which conditions would seem to be 
favourable. In further explanation the county council produced a detailed case 
showing that, by reason of the severance from the mainland by water, the cost 
of living is some 4Jr% higher than on the mainland and substantial extra 
expense is entailed on the several services, while mutual aid in services with 
neighbours is not available to the ordinary degree. 

30. Prima facie there is a case here for some weighting to take account of 
the inevitably higher costs caused by the severance by sea (as is provided for the 
Isles of SciUy). 

31. Apart from any hesitation in extending the weighting for sparsity in the 
rate-deficiency grants on grounds discussed elsewhere in this report, it would 
not in fact be practicable to make any reasonable addition to the sparsity 
weighting which would help the county Council. But the same would not apply 
in the general grant to some modest addition to the low-density weighting, or 
some other adjustment of the factors, if the statutory basis were amended so 
as to enable this to be done. 

32. We bring this point to notice so that it may be further considered. 



Chapter V : The Umitation provision 

33. Section 6 of the Local Government Act 1958 introduced a provision 
which was new to the grant system although it had always been a feature of the 
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1948 scheme for the equalisation of rates in London, where it has since been 
further tightened in its operation. This is an arrangement under which the 
entitlemeiit to. grant is Imuted to “normal” expenditure as defined in the section 
but the Minister has power to admit for grant expenditure in excess of “normal” 
in so far as it appears to him that there are special circumstances. “Normal” 
expenditure is deteririined by separating the local authorities into classes — 
county councils^ (excluding the L.C.C.), county borough councils, metropolitan 
borough Councils and the Common Council, non-county borough councils, 
.urban district councils and rural district councils — and calculating the triennial 
average expenditure per head of each class. Then, if the triennial average 
expenditure per head of an authority is less than the triennial average of its 
class, the expenditure of that authority in the year for which grant is to be 
determined can rise to the average of the class as “normal” expenditure, without 
challenge, but any excess above this figure is subject to scrutiny by the Minister 
before acceptance for grant if there are special circumstances. If the triennial 
average expenditure per head of the authority is in excess of its class, the 
expenditure in the grant year can without challenge rise above the triennial 
average of the authority in the same proportion as the average expenditure of 
the class rises; any excess over this is subject to scrutiny and proof of special 
circumstances. As a transitional arrangement, any cut in grant in the first four 
years is only a proportion, gradually increasing, of the total which would other- 
wise be disallowed. 

34. The object of these provisions is to ensure that when considering a new 
project or development of service the local authority cannot be aware whether 
the increase of expenditure will bring their total expenditure above the “normal” 
so that the excess may not rank for grant. The local authority cannot until later 
know whether the increase in expenditure may not fall wholly on the local rates. 
As indicated above, a check of this kind has throughout been thought necessary 
as a condition of the wealthier metropolitan boroughs subsidising the expendi- 
ture of the others. 

35. It is this feature of the grant system which has attracted by far the 
greatest number of representations. Some of these were clearly made under a 
misapprehension that excess expenditure was automatically disallowed and 
others. were motivated by a fear that the Minister’s discretion would be narrowly 
exercised. There are also naturally objections to the fact that the challenge to a 
part of the expenditure comes at a late stage, for it cannot be done at the earlier 
provisional calculations of the grant for a year; and there are inevitably teething 
troubles. 

36. There is naturally a disinclination to intimate to a local authority before 
expenditure has been incurred that, if it involves an excess, it will be admitted 
to grant, because that would nulhfy a main purpose of the provision. But, both 
in the course of the debates before the clause was enacted and since enactment, 
the Minister has defined various broad types of expenditure which would cause 
no difificulty as an excess. 

37. Thus, an abnormal need for slum clearance or urban renewal, expenditure 
in designated areas under the Local Employment Act 1960, sewerage involving 
Special dlfificulties owing to the configuration of the area, local disasters such as 
a landslide or a burning colliery tip, coast protection, town expansion to house 
overspill from other areas, are all clear cases. .So also is any required capital 
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expenditure above the normal for the class, since new provision at to-day’s 
prices cannot reasonably be compared with construction at earlier and lower 
prices. The charging of capital expenditure to revenue is not a policy to be 
discouraged and would be treated as a special circumstance. The Standing 
Committee on the Bill were assured that increased expenditure attributable to 
the cessation of contributions from the county council after the introduction of 
the rate-deficiency grants would not be penalised. Authorities with declining 
populations are reasonably concerned that their costs must inevitably appear 
high as measured by their current population and due allowance must be made 
for this. 

38. For one or other of the various reasons described above, and doubtless 
in some cases for other good reasons, most of the authorities with an expenditure 
above the average of their class will be able to point to some reasonable feature 
which is the cause of their excess. Once that is demonstrated to the Minister’s 
satisfaction the excess will be admitted for grant. There will remain a residue 
of cases where the high cost cannot be attributed to any particular feature. If it 
can be shown that it is due to a higher-than-average standard of service that too 
can be admitted, for the grant has never been intended to require local authori- 
ties against their better judgment to conform to one uniform standard. But if 
no more than average standards of service entail higher-than-average costs for 
no satisfactory reason, the authority having been given full opportunity to state 
its case, the excess will fall to be disallowed. The disallowance may act as a 
spur to greater efficiency. 

39. The provision thus offers the opportunity of a close study of high costs 
per head in a manageably small group of authorities of each class. It is justified 
by the fact that taxes as well as rates are being asked to finance their high costs. 
It may well advance the study of comparative costs in local government, to 
which reference is made in the Plowden report*. 

40. A number of authorities made representations that for the purpose of 
the limitation calculation non-county boroughs and urban districts should be 
treated as one combined class. But at this stage we do not feel that there is 
warrant for the change. 

41. At the Bin stage, some of the associations of local authorities opposed 
the limitation provision of section 6 and some of their representatives on the 
working party were stiU opposed to it. It is nevertheless hoped that this 
explanation of the purposes and proposed working of the provision will remove 
a number of misunderstandings and objections. 



Chapter VI: Rural roads 

42. A number of non-county borough councils represented that the mode of 
financing rural roads as a general county expense is inequitable when urban 
authorities bear as a local charge the cost of their own local streets. 

43. This is a matter with a history going back to 1929, as part of the larger 



♦Control of Public Expcnditum (July 1961, Cmnd. 1432) 

12 



Printed image digitised by the University of Southampton Library Digitisation Unit 



arrangement by which capitation payments to rural authorities were a fraction 
(albeit a rising fraction) of the amounts payable to urban authorities. When in 
1959 rate-deficiency grants superseded capitation payments it was in any event 
impracticable to make any class distinction, although the system automatically 
ensures that if expenditure is lower (as, for example, if a rural authority under- 
takes fewer services) the grant is correspondingly smaller. 

44. The essential point, however, is that in extending rate-deficiency grants 
to county district councils the rural district councils had prima facie just as 
strong a case as county councils for weighting for sparsity. Their representa- 
tives agreed not to press this claim in the light of their favourable position on 
rural roads. We do not feel (the representatives of the non-county boroughs and 
urban districts dissenting) that there is warrant for upsetting this arrangement. 

45. In the light of what is said elsewhere in this report about the possibihty 
of making the rate-deficiency grant solely a resources grant, with all necessary 
weightings for need operating in the general grant, it is fortunate that weighting 
for sparsity was not extended to rural districts. 



Chapter VH: Mfleage of highways as the measure of sparsity 

46. As already indicated, in assessing the grant to a county council the figure 
of population is increased if the county is sparsely populated as measured by a 
certain test. That test is the ratio of the population of the county to its mileage 
of public highways ; if that ratio is less than 70 the figure of population is 
increased by two-fifths of the addition required to bring the number up to 70. 
Mileage of highways in relation to population is also used as a factor of low 
density in the general grant. 

47. A test of this kind has been a feature of Exchequer grants since 1929 ; 
and, apart from small additions for new highway construction, the figures of 
highway mileage returned by counties to the Ministry of Transport for certifica- 
tion have changed little over the years. In 1960-61, however, it was found that 
for certain counties the figure had jumped substantially and it appeared that 
they had now included in the count mileages of “green lanes” and even foot- 
paths and bridleways. The Highways Act 1959 made some slight changes in the 
definitions of highways. In respect of the general grant the threatened distortion 
of the intended pattern of distribution of the grants was particularly serious. 

48. The general grant is outside the scope of this report. It is sufficient to 
say that, by agreement between the associations of local authorities, it was 
arranged as a temporary measure to freeze the weighting for counties in both 
grants at the figures at stated dates while consideration was given to the future 
basis. 

49. An essential requirement for the future is that all counties should prepare 
their returns on the same basis; when these figures have been examined it can 
be determined whether the present weightings need to be altered. This work has 
not yet been completed but there is good hope that a basis can be found in the 
mileage of highways maintainable at public expense but excluding bridleways 
and footpaths as defined in section 295(1) of the Highways Act 1959. 
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Chapter VDl: Other suggestions 

Weighting for variations in population 

50. Several representations have been received that the grant should be 
weighted for declining population; one or two made a similar claim for increas- 
ing population. An alternative suggestion to weighting for declining population 
was that, for a term of years, the figure of population should be frozen at the 
highest amount reached. 

51. There are general objections to complicating the grant in this way. 
Moreover, the greater burden is on county and county borough services and 
this can be better handled by a factor in the general grant. 

52. It is recognised elsewhere in this report that declining population can 
have its influence in making the cost per head appear high when calculated on 
-the figure after decline. This is accepted and will be given full weight in operating 
the limitation factor in section 6 of the Act of 1958. 

County grant on general county expenditure 

53. It was represented that it is illogical that county grant should be confined 
to grant on general county expenditure, leaving expenditure on special county 
purposes to be included with local expenditure in the grant to the county districts 
concerned. This has always been in mind hut the recommendation of 1953, on 
which this detail of the system is founded, put it forward as the best practicable 
arrangement in the circumstances. We endorse that. 

54. A kindred suggestion, but with a different purpose, was that all grant 
should be payable to county district councils and treated as rate income, so 
that rich districts in poor counties should not receive a share, as they now do, 
of a county deficiency grant, while poor districts in rich counties receive no 
relief. But the present system fairly recognises the incidence of the burden and 
the facts of rate resources. 

County contributions to district expenditure 

55. County council contributions to district expenditure are treated as 
expenditure of the county council, which ranks for grant to the county council 
(if the county council is eligible), while the receipt of the contribution as income 
abates the net expenditure ranking for grant of any eligible district council. It 
was represented to us that the making or non-making of county contributions 
could thus affect the aggregate of Exchequer grant to an administrative county, 
depending on the relative percentages of assistance to the county council and 
the eligible district councils; it was therefore suggested that there may be a 
case for disregarding contributions altogether in assessing grant. But we feel 
that exclusions for this kind of reason are in general undesirable and that, as at 
present, the assessment of grant should follow the facts. 

Assistance up to the average 

56. It was represented to us that the use of the national average penny rate 
product per head as the level to which the resources of the poorer authorities 
should be raised has the merit of being a factor readily calculable and easily 
understood but that it has disadvantages, of which the chief is that authorities 
are included in the calculation whose rating resources are clearly inadequate 
and this limits too stringently the amount of assistance which is given. It is 
indeed the case that if the Government were minded to increase the amount of 

14 



Printed image digitised by the University of Southampton Library Digitisation Unit 



assistance to local government and distribute the increase according to need 
the present system, but using as datum line a product of penny rate higher than 
the national average, would be an obvious way to achieve it. But of course we 
have no remit to consider this. It is plain that the average settles itself and is d 
simple matter of arithmetic. Any other datum line is a matter of choice and leads 
to constant agitation for revision by those still excluded or desiring more 
assistance. 

Apportionments on standard product of penny rate 

57. The fact that district as well as county and county borough authorities 
may now receive grants in supplementation of their rate resources is a considera- 
tion which needs to be borne in mind in the apportionment of joint burdens. 
It was represented to us that such apportionments should be on the standard 
product of penny rate as defined for rate-deficiency grant purposes, rather than 
on ordinary penny rate products or on rateable value, so as to take the grants 
into account. Mathematically, the use of the standard product of a penny rate 
is justifiable ; but there may always be special circumstances which influence the 
choice and we would not think it necessary to change the basis of special county 
rates. 

The amount of weighting for sparsity 

58. We have received representations both that the weighting for sparsity 
should be increased and that it should be extended, which would not necessarily 
increase the benefit to present recipients. The review of 1953 favoured the latter 
but not the former ; in view of the low density assistance provided in the general 
grant, however, the weighting was not extended. For much the same reason we 
would not at this stage recommend any change. In the next chapter we suggest 
that, when opportunity offers, the whole weighting for sparsity might be trans- 
ferred to the general grant. 



Chapter IX: The nature of the grant 

59. When the equalisation grants were developed in 1948 there were no other 
grants to local authorities of a general character; the system had to perform the 
dual function of making good deficiencies in resources and also making addi- 
tional provision where circumstances entailed above-average expenditure. For 
this purpose the population was “weighted” (increased) for two sets of circum- 
stances — sparsity in counties, and children. 

60. The investigation of 1953 found that the effect of the weighting for children 
was not very great. The Committee recognised the incongruity of these weight- 
ing factors in a grant which was essentially concerned with resources but con- 
cluded that, in the absence of more weighting for children in other grants, it 
had better remain. With the prospect of the introduction of general grants, 
however, it was possible in 1958 to abolish it, so that the only weighting now is 
that for sparsity. 

61. This strengthens the case for renewed attempts to make rate-deficiency 
grants solely concerned to supplement resources. There can be no doubt that 
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any kind of weighting obscures that basic purpose and complicates all assess- 
ments of effect. There is now a general grant with a detailed formula designed 
to pick out and evaluate all the main factors which inevitably entail greater 
expenditure and it ought to be possible for that grant to take account of sparsity 
— as, indeed, it now does in large part in its factor for low density. 

62. One suggestion which was made to us was that the general grant and the 
rate-deficiency grant should be merged. Apart from other objections, this is 
hardly practicable in its application to county district councils. Much more 
practicable is to increase the low density weighting of the general grant to allow 
for the abolition of the sparsity weighting in the rate-deficiency grant. 

63. It is an operation to be approached with care because the effect of a 
re-distributed general grant itself alters the distribution of rate-deficiency grant. 
We accordingly had a test calculation made on the data of 1959-60. There are 
several groups involved whose interests are affected diversely. 

64. The Exchequer would gain, because the changes would result in lower 
rate-deficiency grants, to the extent of about £400,000 on the data of 1959-60. 
It is assumed that the Government would be prepared to pay an equivalently 
larger amount by way of general grant to make good this reduction. The county 
and county borough councils not receiving rate-deficiency grants would lose an 
amount approaching £500,000 by the necessary increase of the low density 
weighting of the general grant. They could be compensated by a reduction of 
the rate deduction factor which they urge. The county and county borough 
councils qualifying for rate-deficiency grants but whose areas are not sparsely 
populated would only marginally be affected by the change, and it should be 
practicable to effect it, by careful adjustment, without serious damage in any 
quarter. 

65. The change could not of course be made without legislation, of which 
there is no immediate prospect. When it is in sight, this is certainly a matter to 
be considered upon the data of that time. 



Chapter X: Summary 

66. From this review it appears that the major points for consideration by the 
Minister in consultation with the associations of local authorities are: — 

(1) The system of at least three calculations for each year’s grants could 
advantageously be simplified to one in the autumn before the beginning of the 
year, with payment of 100% of the grant so calculated, and a second in the 
autumn following the close of the year, with adjustment of over- or under- 
payments at the outset of the following financial year. 

(Paragraphs 15 to 20.) 

(2) The claim of the Association of Health and Pleasure Resorts that they 
are the unique victims of an anomaly in the system, in that they alone provide 
much rateable property which increases the product of a penny rate, while the 
non-residents who use it are not counted in the figure of resident population 
which is the divisor, will not stand up to examination. Sueh provision for 
non-residents is a common feature throughout the country. We do not recom- 
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mend any change in the rate-deficiency grants to take account of it. (Paragraphs 
21 to 27). 

(3) The Isle of Wight makes a special case that, by reason of its island 
position, it suffers inevitably higher costs and is less able than others to rely on 
mutual support. The case could not easily be met in rate-deficiency grants. 
It equally appUes to the general grants and could be better handled there. 
(Paragraphs 28 to 32.) 

(4) The operation of the limitation provision of section 6 of the Act of 1958 
has been the cause of much misapprehension. It has not always been appreci- 
ated that the Minister has under subsection (7) a discretion to accept any excess 
above the “normal” expenditure in so far as it appears to him that by reason of 
any special circumstances it ought to be excluded from the limitation. It has been 
explained to us that any satisfactory cause of extra expenditure will be accepted. 
There will remain a relatively small and manageable group of cases where 
higher-than-average costs cannot be attributed to any special reason and will 
call for study. Higher-than-average costs for no more than average provision 
will entail a penalty. Close care for costs is clearly desirable. (Paragraphs 
33 to 41.) 

(5) We recommend no change in the system of charge for rural roads. 
(Paragraphs 42 to 45.) 

(6) Some clear definition of the nuleage of highways to count in the factor 
of sparsity for rate-deficiency grants and low density for general grants wiU be 
necessary when present studies are completed. (Paragraphs 46 to 49.) 

(7) When opportunity presents itself for legislation, the case should be 
considered for dropping the weighting for sparsity from the rate-deficiency 
grant, with a suitable widening of the weighting for low density in the general 
grant and appropriate adjustment to the various groups affected. (Paragraphs 
59 to 65.) 

Signed on behalf of the Working Party, 

F. L. EDWARDS, 

Chairman. 

19th June, 1962. 
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APPENDIX 



Calculation of grant - 

1. 1,530 local authorities in England and Wales are eligible for rate-deficiency 
grant. About 1,200 qualify for it. 

2. The grant is payable to authorities whose resources, measured in terrhs of 
penny rate product per head of population, are lower than the national average. 
In the calculation of grants for counties and county boroughs weighted popula- 
tion figures are used for counties. For county districts and metropolitan 
boroughs actual population figures are used. 



County districts and metropolitan boronghs 

3. For these authorities the penny rate product per head of population in 
England and Wales is taken as: — 



product of a penny rate levied by all rating 
authorities in England and Wales 

total population in England and Wales ; 

for 1960-61 this is; — 



694,618,063d. 

45,748,860 



15.183d. per head. 



4. The “standard penny rate product” of each authority is obtained by 
multiplying the average penny rate product per head by the unweighted popula- 
tion of the area. Thus for an authority with an estimated population of 5,000 
the standard rate product for 1960-61 is: — 

15.183d.x5,000 = 75,915d. 



5. if the actual product of a penny rate for the authority in 1960-61 is less 
than the standard rate product it qualifies for rate-deficiency grant. Assuming 
for the above example that the authority has an actual penny rate product of 
43,000 pence, its grant percentage is calculated as follows : — 

100 (standard penny rate product - actual penny rate product) 
standard penny rate product. 

= 100 (75,915-43,000) 

75,915 

43.36% 

The percentage is appUed to the expenditure eligible for grant — ^i.e., expendi- 
ture falling upon rates and the rate-deficiency grant combined, other than 
expenditure for specified purposes (in particular sums payable under general 
county precept or under the transitional arrangements covered by section 15 
of the Local Government Act 1958). 



Counties and county boroughs 

6. In the calculation of rate-deficiency grant for counties and county boroughs 
the statutory formula gives some advantage to counties which are relatively 
sparsely populated. If the ratio of the population to the road mileage of the 
county is less than 70, the population is notionally increased for the purposes of 
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the grant calculation by | of the number required to bring the ratio up to 70. 
In a sparse county, therefore: — 

weighted population = population +|[(70x road mileage) — ^population] 

Thus for a county with a population of 45,000 and a road mileage of 1,500 
the weighted population would be; — 

45,000+1 [(70 X 1,500)— 45,000] 

= 69,000 

7, The weighted populations of counties are brought into the calculation 
of the national penny rate product per head of population used in determining 
the grants payable to counties and county boroughs. The population of England 
and Wales thus weighted is 45,854,606 for 1960-61. The national penny rate 
product per head of weighted population for 1960-61 is: — 



694,618,063d. 

45,854,606 



15.148d. 



The standard penny rate product for the imaginary county in the above 
example would be : — 

69,000X1 5. 148d. = l,045,212d. 

If the actual penny rate product in the county were 400,000 the percentage 
grant would be: — 

100 (standard pe nny rate product - actual penny rate product) 
standard penny rate prpduct 
100 (1,045,212 - 400,000) 

1,045,212 

8. The lowering of the national average penny rate product per head of 
population from 15.183d. to 15.148d. reduces the grants of all county boroughs 
and of counties receiving no weighting for sparsity of population. The counties 
receiving a weighting generally gain. Assuming in the above example that the 
relevant expenditure for grant was £1 million the grant on the basis of weighted 
population would be £617,300. Had the grant been calculated from unweighted 
population it would have fallen to 41 .45 % or an amount of £4 14,500. 

9 County boroughs receive grant on all expenditure falling to be borne by 
rates and rate-deficiency grant except for specified items, including m particular 
contributions under the transitional arrangements in section 15 of the Local 
Government Act 1958. Counties receive grant on expenditure for general 
county purposes. 
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